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“Automatic Sprinkler Corporation of America 
Youngstown 1 , Ohio 


«J. A. Coakley, Jr. 
President 


April 11, 1960 


TO THE SHAREHOLDERS OF 

"AUTOMATIC" SPRINKLER CORPORATION OF AMERICA 

The Company staged a comeback during 1959 through a combination of better volume coupled 
with higher prices and improved control of costs resulting from its realignment of organization 
commenced during 1958. Also contributing to the profitable operation was the progress made 
by the Auto-Grip Division during the year. 

The new District Office operating plan had a good shakedown during the year and while further 
improvements are needed its success was well evident at the meeting of District Managers held 
during December. 

Our backlog of uncompleted and unbilled contract business was 36% higher at December 31, 1959 
than at the end of 1958. This coupled with first quarter closings of 74% more than in 1959 will 
assure the Company of a profitable operation in 1960. The final results cannot be properly esti¬ 
mated until wage rates currently being negotiated for the Youngstown plant are settled. It would 
appear that there will be no substantial price increases in prices of goods purchased during the 
balance of the year. 

We are happy to announce recent completion of purchase of exclusive rights to a unique device 
for the simplification of pipe joining. This has been one of the large elements of cost to the 
Company, and we can foresee ultimately another business equal in size to our present activity 
should this device develop as planned. 

The Company also has underway several studies of additional lines of diversification. Mean¬ 
while its principal efforts are being directed in the fire protection field. Along this line the 
Company successfully developed during the year (in a matter of months) an acceptable special 
device for the U.S. Navy known as an Auto Sonic Valve for the protection of missile storage 
areas on shipboard. The added knowhow acquired in the development of this program places 
the Company in a strong position to seek additional development contracts of this type both 
from the Government and from private industry. 

The results of 1959 were achieved from the faithful service and splendid cooperation of all of 
our employees and I thank all the people in the Company and especially the shareholders for 
their help during the year. 


Sincerely yours, 
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Review of 1959 


SALES AND EARNINGS 

Consolidated net sales of the Company and its Canadian subsidiary for the year ended Dec¬ 
ember 31,1959 totalled $19,424,365 as against $19,069,974 for the preceding year. 

Net income for the year 1959 amounted to $327,033 compared to a net loss of $259,631 in 
1958. The 1959 profit was equivalent to 85 cents per share on the 384,433 shares of Common 
Stock outstanding as of December 31, 1959. 

FINANCIAL CONDITION 

The Company's financial condition continued to be strong during 1959. At December 31, 1959 
consolidated net working capital amounted to $5,749,172 against $5,714,847 at December 31, 
1958. Current assets of $9,211,568 were 2.66 times the total current liabilities of $3,462,396. 
During the year the long term debt was increased by $175,000.00 through the rewriting of the 
Company's Term Loan. Short term bank loans (including current portion of the long term debt 
due within 12 months) stood at $750,000.00 at December 31, 1959 versus $300,000.00 at Dec¬ 
ember 31, 1958. 

At year end 1959 shareholders equity, excluding all subsidiaries except "Automatic" Sprin¬ 
kler Company of Canada, Ltd., was $8,512,477 or $22.14 per share compared to $21.49 per share 
on the same number of shares at December 31, 1958. This figure would be increased if the 
Company's equity in the net assets of unconsolidated subsidiary companies were included. 

SUBSIDIARIES AND AFFILIATES 

"Automatic" Sprinkler Company of Canada, Ltd., a 100% owned subsidiary booked its larg¬ 
est volume of new business in its entire history during 1960, including three large foam-water 
contracts in aircraft hangars throughout the Dominion. Notwithstanding this the Company had a 
1959 loss of $36,493.00 compared to a profit of $16,640.00 in 1958. Both figures are included in 
the consolidated earnings mentioned above. The 1959 loss was occasioned by the subsidiary's 
inability to complete any of the three large contracts. These have been carried into 1960 during 
which year the Canadian Company will have a substantial profit. 

"Automatic" Finance Corporation, also 100% owned but not consolidated, earned $51,427.00 
in 1959 and the Company's equity in this subsidiary exceeded its investments of $350,000.00 by 
the sum of $677,567.00 as of December 31, 1959. 

Acme Corporation-Fire Protection, 100% owned but not consolidated, earned $11,717.00 for 
the year and the Company's equity in this subsidiary exceeded its investment of $50.00 by the 
sum of $47,916.00. 

"Automatic" Sprinkler Corporation of Venezuela, C.A., which is 51% owned, and its subsid¬ 
iaries operating in Argentina, Brazil and Mexico, had a consolidated operating profit of approx¬ 
imately $40,000.00 in 1959. However, special charges, reserves and allowances for currency 
devaluation in Brazil, reduced this figure to a net consolidated loss of around $25,000.00. Audit 
statements on these companies have not been completed to date. The companies in Brazil and 
Argentina have been manufacturing and selling the fire protection products of Ansul Chemical 
Company for sometime. We are now happy to report that arrangements were recently completed 
for the Brazilian Company to manufacture and participate in the sale of Marley Cooling Towers in 
that country. 


(continued on page 8) 
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CONSOLIDATED 

“AUTOMATIC” SPRINKLER? 

AND CANADIAhj 

I 

December 31, 1959 


ASSETS 


CURRENT ASSETS 

Cash 

Trade notes and accounts receivable, less 
allowance of $39,034 

Estimated recoverable federal and dominion taxes 
on income, arising from carry-back of operating 
loss 

Costs of uncompleted contracts in excess of related 
advance payments (1959 - $2,175,562; 1958 - 
$2,072,928) 

Inventories of raw materials, factory work in 
process, finished parts and supplies - at 
approximate costs which were not in excess of 
market 

Prepaid expenses 

TOTAL CURRENT ASSETS 
INVE S TMENTS AND OTHER ASSETS 

Investments' 

Capital stock and debentures - subsidiary 
companies - Note B 

Investments in an advances to affiliated 
companies - at cost, less allowance in 
1958 for possible losses 

Installment note receivable (portion due after 
one year) - secured by mortagage 

Long-term lease and installment sales contracts 
receivable 

Miscellaneous receivables, advances, etc, 

TOTAL INVESTMENTS AND OTHER ASSETS 

PROPERT Y, PLANT, AND EQUIPMENT 

Land - at cost 

Buildings ( 1959 - $1,879,291; 1958 - $1,810,001) 
and equipment - at cost 

Less allowances for depreciation 


TOTAL PROPERTY, PLANT, 
AND EQUIPMENT 


PATEN TS - at cost, less amortization 


Dec. 31, 1959 Dec. 31, 1958 


$ 464,865 

$ 967,416 

2,802,426 

2,047,239 

9,000 

245,000 

3,163,625 

2,495,383 


2,693,706 1,961,642 


- f.ll - 

$ 9,211,568 

$ 

- 

7,793,009 

$ 366,584 

$ 

366,584 

508,704 


428,545 

151,250 


171,250 

163,584 

96,544 


68,311 

87.994 

$ 1,286,666 

$ 

1,122,684 

$ 286,493 

$ 

277,755 

$ 3,870,869 
1,862,340 

$ 

3,602,894 

1,707.631 

$ 2,008,529 

$ 

1,895,263 

$ 2,295,022 
13,851 

$ 

2,173,018 

12,959 

$12,807,107 

$ 11.101.670 
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BALANCE SHEET 


• CORPORATION OF AMERICA 
f SUBSIDIARY 


I, and December 31, 1958 


LIABILITIES. CAPITAL STOCK. AND SURPLUS 



CURRENT LIABILITIES 

Dec. 31, 1959 

Dec. 31, 1958 

Bank overdraft 

$ 208,251 

$ 

-0- 

Notes payable to banks 

550,000 


-0- 

Accounts payable and accrued expenses 

Estimated additional cost of service, replacements, 

2,225,480 


1,614,846 

etc. on contract work completed 

Advance payments on uncompleted contracts in excess 

43,805 


39,503 

of related costs 

51,954 


94,292 

Federal and dominion taxes on income - estimated 

182,906 


29,521 

Portion of long-term debt due within one year 

200,000 


300,000 

TOTAL CURRENT LIABILITIES 

LONG-TERM DEBT 

Term bank loan, due in quarter-annual install¬ 
ments of $50,000 to June 15, 1964, interest 

$ 3,462,396 

$ 

2,078,162 

varying from 3%% to 514% - Note C 

700,000 


525,000 

DEFERRED INCOME 

CAPITAL STOCK AND SURPLUS 

Common Stock, par value $10.00 per share: 

Authorized 500,00 shares; issued and out¬ 
standing 414,680 shares, including 30,247 

132,234 


236,177 

shares in treasury 

Earned surplus (restricted in the amount of 
$423,458 representing the cost of Common 

$ 4,146,800 

$ 

4,146,800 

Stock in treasury) - Note C 

4,789.135 


4.538.989 

Less Common Stock in treasury - 30,247 shares 

$ 8,935,935 

$ 

8,685,789 

at cost 

423,458 


423,458 

TOTAL CAPITAL STOCK AND SURPLUS 

$ 8,512,477 

$ 

8,262,331 


S 12.807.107 $11.101.670 


See notes to consolidated financial statements. 
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Statements of Consolidated Income 
and Earned Surplus 


“AUTOMATIC” SPRINKLER CORPORATION OF AMERICA AND CANADIAN SUBSIDIARY 

FOR THE YEARS ENDED DECEMBER 31, 1959 AND 1958 

INCOME 


Net sales and services 

1959 

1958 

$19,424,365 

$19,069,974 

Cost of goods and services sold 

16,184.789 

16.733.243 


$ 3,239,576 

$ 2,336,731 

Selling, administrative, and general expenses 

2,751,422 

2,773,863 


$ 488,154 

$ 437,132* 

Other income 

80,538 

61,507 


$ 568,692 

$ 375,625* 

Other deductions: 

Interest 

$ 43,743 

$ 55,188 

Miscellaneous 

52.373 

69.818 


$ 96,116 

$ 125.006 

INCOME-LOSS* BEFORE TAXES ON INCOME 

AND INCOME TAX CREDITS 

$ 472,576 

$ 500,631* 

Federal and dominion taxes on income: 

Provision for the year 

$ 180,000 

$ 4,000 

Income tax credits: 

Overprovision of federal income taxes for 

prior years 

$ 25,457 

$ -0- 

Income tax credits arising from carry-back 

of operating loss - estimated 

9,000 

245,000 


$ 34.457 

$ 245.000 


$ 145,543 

$ 241,000* 

NET INCOME-LOSS* 

$ 327.033 

$ 259.631* 

Provision for depreciation of property, 

plant, and eguipment amounted to 

$ 179,513 

$ 184,997 

EARNED SURPLUS 

Balance at beginning of year 

$ 4,538,989 

$ 4,817,842 

Net income-loss* for the year 

327.033 

259.631* 

Cash dividends paid - $.20 in 1959; $.05 in 1958 

$ 4,866,022 

$ 4,558,211 

76.887 

19.222 

Balance at end of year 

$ 4,789.135 

$ 4,538,989 


See notes to consolidated financial statements. 
* Indicates red figures. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


"AUTOMATIC" SPRINKLER CORPORATION OF AMERICA AND CANADIAN SUBSIDIARY 

December 31, 1959 

Note A - The consolidated balance sheet at December 31, 1959, includes net current assets 
in the amount of $1,089,594 and property, plant, and equipment, and miscellaneous other assets 
(net) in the amount of $259,559 as recorded in Canadian dollars on the subsidiary's books. Con¬ 
solidated net income for the year includes a net loss of $36,493 for the subsidiary. 

Note B - The parent Corporation's equity in the net assets at December 31, 1959, and net 
income for the year ended December 31, 1959, of the unconsolidated subsidiary companies, as 
shown by reports of such companies, amounted to $1,168,616 and $63,144, respectively. Net 
income for the year includes $25,000 for dividends received from one subsidiary. 

Note C - In connection with the term bank loan the Corporation has agreed that it will not, 
without prior written consent of the bank, declare or pay cash dividends in excess of 50% of con¬ 
solidated net earnings after January 1, 1959, plus $300,000. Consolidated earned surplus in the 
amount of $386,630 was free of these restrictions at December 31, 1959. 

The Corporation has also agreed among other things to maintain an excess of con¬ 
solidated current assets over total consolidated liabilities of $4,000,000 and to certain restric¬ 
tions on capital expenditures, acquisition of its own stock, and guarantees and advances for 
subsidiary and affiliated companies. 

Note D - The parent Corporation has in effect a pension plan for its union employees at its 
Youngstown, Ohio plant, all costs of which are paid by the Corporation. Charges to income 
under the plan amounted to $16,994 for 1959, and $43,829 for 1958. The estimated unfunded past 
service liability under the plan, which may be funded over a period of years, amounts to approx¬ 
imately $400,000 at December 31, 1959. 

Note E - On February 16, 1960, the Board of Directors of the parent Corporation declared a 
cash dividend of $.125 per share on the outstanding Common Stock payable March 31, 1960, to 
stockholders of record on March 15, 1960. 

Note F - The parent Corporation is contingently liable as guarantor of bank credit extension 
to "Automatic" Sprinkler Corporation of Venezuela, C.A. of approximately $180,000 at current 
exchange rates. 

ACCOUNTANTS' REPORT 

Board of Directors "Automatic" Sprinkler Corporation of America Youngstown, Ohio 

We have examined the consolidated financial statements of "Automatic" Sprinkler Corpora¬ 
tion of America and Canadian subsidiary for the year ended December 31, 1959. Our examination 
was made in accordance with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing procedures as we considered nec¬ 
essary in the circumstances. 

In our opinion, the accompanying balance sheet and statements of income and earned surplus 
present fairly the consolidated financial position of "Automatic" Sprinkler Corporation of Amer¬ 
ica and Canadian subsidiary at December 31, 1959, and the consolidated results of their opera¬ 
tions for the year then ended, in conformity with generally accepted accounting principles ap¬ 
plied on a basis consistent with that of the preceding year. 


Youngstown, Ohio 
March 22, 1960 


ERNST <S ERNST 
Certified Public Accountants 
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SUBSIDIARIES AND AFFILIATES - Contd 

American Automatic Sprinkler Company Pty. Ltd. of Sydney, Australia, which is 25% owned, 
continues to show a profit and will pay a 10% dividend again this year. The Company's Managing 
Director, Mr. Stuart Thorpe, accompanied by his wife and new South Wales Manager, Mr. Stuart 
Campbell, recently visited the Youngstown headguarters on a round the world trip. 

During 1959 "Automatic" Sprinkler de Mexico, S.A., a wholly owned subsidiary of this Com¬ 
pany was liquidated. The Company also handled a sizable volume of direct business in Puerto 
Rico and in ten foreign countries. All indications point to a healthy growth in this foreign 
business. 

SALES AND OPERATIONS 

The year 1959 saw profit margins increase in the sprinkler industry which seemed to follow 
the larger amount of contract business awarded throughout the year. Estimated gross profit on 
the new business booked ran considerably ahead of the 1958 figure. This situation has also 
prevailed in the first quarter of 1960 though profit margins are soft in many areas. 

Physical volume of the Company held up well in 1959 despite the lengthy steel strike largely 
through the Company's success in securing supplemental steel supplies from Canada through its 
regular source there. 

During mid 1959 the Company acquired a plant in Guntersville, Alabama „ Fabricating opera¬ 
tions in the Southeast previously carried on at Atlanta, Birmingham and Tampa have been cen¬ 
tralized there utilizing the location on the Tennessee River to receive steel pipe shipments by 
water. Certain manufacturing operations are also being centered there. 

A substantial portion of the Company's business in 1959 was in school buildings following 
the tragic school fire in Chicago in December 1958. 

The Auto-Grip Division now has 29 agents in the United States and sales are running 64% 
per month above a year ago. 

EMPLOYEE RELATIONS 

Following its expiration on September 30, 1959, the Company's agreement with the AFL-CIO 
United Steel Workers for its Youngstown plant employees was extended pending settlement of the 
Basic Steel Contract. The Company is still negotiating a new contract as this is being written. 

A new contract between the sprinkler industry and the United Association, covering sprinkler 
fitters and apprentices, became effective April 1, 1960 for a period of two years. 

DIVIDENDS 

The Company paid a dividend of SO. 20 per share in December 1959. It also paid a quarterly 
dividend of $0,125 per share on March 31# 1960 and expects to continue such quarterly payments 
throughout the balance of the year. 

STOCKHOLDERS AND MARKET 

There was increased activity in the Company's stock during 1959 largely resulting from the 
daily quotations on the Company shares in Youngstown and Cleveland. We take this opportunity 
to welcome the new shareholders, many of whom are associated with the Company. 






















